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§ 570.706 Federal guarantee; subroga-
tion. 

Section 108(f) of the Act provides for 
the incontestability of guarantees by 
HUD under subpart M of this part in 
the hands of a holder of such guaran-
teed obligations. If HUD pays a claim 
under a guarantee made under section 
108 of the Act, HUD shall be fully sub-
rogated for all the rights of the holder 
of the guaranteed debt obligation with 
respect to such obligation. 

[61 FR 11481, Mar. 20, 1996]

§ 570.707 Applicability of rules and 
regulations. 

(a) Entitlement public entities. The pro-
visions of subparts A, C, J, K and O of 
this part applicable to entitlement 
grants shall apply equally to guaran-
teed loan funds and other CDBG funds, 
except to the extent they are specifi-
cally modified or augmented by the 
provisions of this subpart. 

(b) State-assisted public entities. The 
provisions of subpart I of this part, and 
the requirements the State imposes on 
units of general local government re-
ceiving Community Development 
Block Grants or program income to the 
extent applicable, shall apply equally 
to guaranteed loan funds and Commu-
nity Development Block Grants (in-
cluding program income derived there-
from) administered by the State under 
the CDBG program, except to the ex-
tent they are specifically modified or 
augmented by the provisions of this 
subpart. 

(c) Nonentitlement public entities eligi-
ble under subpart F of this part. The pro-
visions of subpart F of this part shall 
apply equally to guaranteed loan funds 
and other CDBG funds, except to the 
extent they are specifically modified or 
augmented by the provisions of this 
subpart.

§ 570.708 Sanctions. 
(a) Non-State assisted public entities. 

The performance review procedures de-
scribed in subpart O of this part apply 
to all public entities receiving guaran-
teed loan funds other than State-as-
sisted public entities. Performance de-
ficiencies in the use of guaranteed loan 
funds made available to such public en-
tities (or program income derived 

therefrom) or violations of the con-
tract entered into pursuant to 
§ 570.705(b)(1) may result in the imposi-
tion of a sanction authorized pursuant 
to § 570.900(b)(7) against pledged CDBG 
grants. In addition, upon a finding by 
HUD that the public entity has failed 
to comply substantially with any pro-
vision of the Act with respect to either 
the pledged grants or the guaranteed 
loan funds or program income, HUD 
may take action against the pledged 
grants as provided in § 570.913 and/or 
may take action as provided in the 
contract for loan guarantee assistance. 

(b) State-assisted public entities. Per-
formance deficiencies in the use of 
guaranteed loan funds (or program in-
come derived therefrom) or violations 
of the contract entered into pursuant 
to § 570.705(b)(1) may result in an action 
authorized pursuant to § 570.495 or 
§ 570.496. In addition, upon a finding by 
HUD that the State or public entity 
has failed to comply substantially with 
any provision of the Act with respect 
to the pledged CDBG nonentitlement 
funds, the guaranteed loan funds, or 
program income, HUD may take action 
against the pledged funds as provided 
in § 570.496 and/or may take action as 
provided in the contract.

§ 570.709 Allocation of loan guarantee 
assistance. 

Of the amount approved in any ap-
propriation act for guarantees under 
this subpart in any fiscal year, 70 per-
cent shall be allocated for entitlement 
public entities and 30 percent shall be 
allocated for nonentitlement public en-
tities. HUD need not comply with these 
percentage requirements in any fiscal 
year to the extent that there is an ab-
sence of applications approvable under 
this subpart from entitlement or non-
entitlement public entities.

§ 570.710 State responsibilities. 
The State is responsible for choosing 

public entities that it will assist under 
this subpart. States are free to develop 
procedures and requirements for deter-
mining which activities will be as-
sisted, subject to the requirements of 
this subpart. Upon approval by HUD of 
an application from a State-assisted 
public entity, the State will be prin-
cipally responsible, subject to HUD 
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oversight under subpart I of this part, 
for ensuring that the public entity 
complies with all applicable require-
ments governing the use of the guaran-
teed loan funds. Notwithstanding the 
State’s responsibilities described in 
this section, HUD may take any action 
necessary for ensuring compliance with 
requirements affecting the security in-
terests of HUD with respect to the 
guaranteed loan.

Subpart N—Urban Renewal 
Provisions

SOURCE: 41 FR 20524, May 18, 1976, unless 
otherwise noted.

§ 570.800 Urban renewal regulations. 
The regulations governing urban re-

newal projects and neighborhood devel-
opment programs in subpart N of this 
part, that were effective immediately 
before April 19, 1996, will continue to 
govern the rights and obligations of re-
cipients and HUD with respect to such 
projects and programs. 

[61 FR 11481, Mar. 20, 1996]

Subpart O—Performance Reviews

SOURCE: 53 FR 34466, Sept. 6, 1988, unless 
otherwise noted.

§ 570.900 General. 
(a) Performance review authorities—(1) 

Entitlement and HUD-administered Small 
Cities performance reviews. Section 
104(e)(1) of the Act requires that the 
Secretary shall, at least on an annual 
basis, make such reviews and audits as 
may be necessary or appropriate to de-
termine whether the recipient has car-
ried out its activities, and where appli-
cable, its housing assistance plan in a 
timely manner, whether the recipient 
has carried out those activities and its 
certifications in accordance with the 
requirements and the primary objec-
tives of the Act and with other applica-
ble laws, and whether the recipient has 
a continuing capacity to carry out 
those activities in a timely manner. 

(2) Urban Development Action Grant 
(UDAG) performance reviews. Section 
119(g) of the Act requires the Sec-
retary, at least on an annual basis, to 
make such reviews and audits of recipi-

ents of Urban Development Action 
Grants as necessary to determine 
whether the recipient’s progress in car-
rying out the approved activities is 
substantially in accordance with the 
recipient’s approved plans and time-
tables. 

(b) Performance review procedures. 
This paragraph describes the review 
procedures the Department will use in 
conducting the performance reviews re-
quired by sections 104(e) and 119(g) of 
the Act: 

(1) The Department will determine 
the performance of each entitlement 
and HUD-administered small cities re-
cipient in accordance with section 
104(e)(1) of the Act by reviewing for 
compliance with the requirements de-
scribed in § 570.901 and by applying the 
performance criteria described in 
§§570.902 and 570.903 relative to carrying 
out activities and, where applicable, 
the housing assistance plan in a timely 
manner. The review criteria in § 570.904 
will be used to assist in determining if 
the recipient’s program is being carried 
out in compliance with civil rights re-
quirements. 

(2) The Department will review 
UDAG projects and activities to deter-
mine whether such projects and activi-
ties are being carried out substantially 
in accordance with the recipient’s ap-
proved plans and schedules. The De-
partment will also review to determine 
if the recipient has carried out its 
UDAG program in accordance with all 
other requirements of the Grant Agree-
ment and with all applicable require-
ments of this part. 

(3) In conducting performance re-
views, HUD will primarily rely on in-
formation obtained from the recipi-
ent’s performance report, records 
maintained, findings from monitoring, 
grantee and subrecipient audits, audits 
and surveys conducted by the HUD In-
spector General, and financial data re-
garding the amount of funds remaining 
in the line of credit plus program in-
come. HUD may also consider relevant 
information pertaining to a recipient’s 
performance gained from other sources, 
including litigation, citizen comments, 
and other information provided by or 
concerning the recipient. A recipient’s 
failure to maintain records in the pre-
scribed manner may result in a finding 
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